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DEPARTMENT  OF  THE  INTERIOR 

Bureau  of  Land  Management 

43  CFR  Part  1880 

[Circular  No.  24701 

Financial  Assistance,  Local 
Governments  Entitlement  Lands; 
Payments  in  Lieu  of  Taxes 

agency:  Bureau  of  Land  Management, 
Interior. 

action:  Final  rulemaking. 

summary:  This  final  rulemaking  makes 
the  regulations  for  payments  in  lieu>of 
taxes  under  the  Act  of  October  20, 1976 
(31  U.S.C.  1601-1606),  commonly 
referred  to  as  the  Payments  in  Lieu  of 
Taxes  Act,  applicable  to  new 
entitlement  lands  identified  in  the  Act  of 
October  17, 1978  (92  Stat.  1319).  The 
rulemaking  also  incorporates  provisions 
relating  to  (1)  payments  for  lands 
acquired  for  addition  to  the  Redwood 
National  Park  pursuant  to  section  106  of 
the  Act  of  March  27, 1978  (92  Stat.  171), 
(2)  Decision  B-167553  of  the  Office  of 
the  Comptroller  General  of  the  United 
States  (October  16, 1978)  and  (3)  the 
findings  of  the  General  Accounting 
Office  and  recommendations  of  the 
Office  of  the  Inspector  General  covering 
veriHcation  of  data  submitted  by  States 
for  computation  of  payments. 
date:  Effective  on  August  14, 1960. 
ADoracSS:  Any  suggestions  or  comments 
should  be  sent  to: 

Director  (820),  Bureau  of  Land 
Management,  1800  C  Street,  N.W., 
Washington,  D.C.  20240 
FOR  FURTHER  INFORMATION  CONTACT. 
Edward  P.  Greenberg  (202)  343-3624;  or 
George  B.  Hollis  (202)  343-6735. 
SUPPLEMENTAL  INFORMATION:  This 
rulemaking  was  published  as  a  proposed 
rulemaking  in  the  Fed^-al  Register  (45 
FR  6054-6056)  on  January  24, 1980,  with 
a  60  day  comment  period  that  ended  on 
March  24, 1980. 

This  final  rulemaking  for  payments  in 
lieu  of  taxes  incorporates  legislative 
amendments  and  procedural  changes 
under  the  authority  of  the  Act  of 
October  20, 1976,  as  amended  (30  U.S.C. 
1601-1607),  and  requires  the  Federal 
land  payment  data,  furnished  by  the 
various  States  used  in  the  payment 
computations,  be  audited  as  a  condition 
precedent  to  payment. 

The  latter  requirement  was 
incorporated  as  a  result  of  both  the 
audit  report  from  the  Office  of  the 
Inspector  General  issued  in  June  1979 
(LW-LLM-1-78),  and  a  GAO  Audit 
Report  (PAD-79-64)  which  found  that 


most  States  were  furnishing  inaccurate 
information. 

Comments  were  received  from  17 
State  agencies  and  organizations.  Some 
contained  general  discussion  or  specific 
suggestions  to  improve  the  proposed 
rulemaking.  All  comments  have  been 
reviewed  and  analyzed.  Ten  comments 
agreed  with  the  proposal.  Others  raised 
various  questions  about  payment 
procedures  under  the  Payments-in-Lieu- 
of  Taxes  Act  (PILT)  or  misunderstood 
the  proposed  rulemaking.  The  following 
summarize?  the  specific  comments  and 
suggestions  received  and  the  actions 
taken  on  them. 

Definitions 

One  comment  suggested  changing  the 
definition  of  “reserve  areas”  to  conform 
with  the  definition  in  a  final  rulemaking 
(50  CFR  34.3(b))  on  revenue  sharing 
published  in  the  Federal  Register  on 
June  8, 1979  (44  FR  33073).  The  definition 
of  “reserve  area”  in  the  proposed 
rulemaking  did  not  specify  that  lands  in 
Hawaii,  the  Commonwealth  of  Puerto 
Rico,  Guam,  and  the  Virgin  Islands 
which  are  administered,  either  solely  or 
primarily,  by  the  Secretary  of  the 
Interior  through  the  United  States  Fish 
and  Wildlife  Service  are  also  considered 
“reserve  areas”.  Therefore,  this 
suggestion  has  been  incorporated  into 
the  definition  §  1881.0-5(c)(l)(Yii). 

SecticHi  1881.1-2 

Six  comments  indicated  oonoem  and 
confusion  about  the  audit  certification 
requirement.  This  was  reflected  in  a 
comment  that  stated  the  audit 
requirement  ignores  the  trends  now 
taking  place  through  the  Joint  Financial 
Management  Improvement  Program  and 
is  counter  to  the  “single  audit  concept” 
advocated  by  the  General  Accounting 
Office,  Office  of  Management  and 
Budget  and  the  National 
Intergovernmental  Audit  Forum. 

The  audit  requirements  under  this 
rulemaking  involve  a  distinctly  different 
process  than  the  requirements  under  the 
“single  audit  concept”.  The  rulemaking 
does  require  that  audit  guides  developed 
be  the  Office  of  the  Inspector  General 
for  payments  in  lieu  of  taxes  be  used  to 
verify  statements  submitted  for  the 
computation  of  payments  authorized  by 
section  1  of  the  Act.  The  audit  guides 
establish  a  procedure  to  verify 
information  used  for  the  computation  of 
payments  and  do  not  come  under  the 
purview  of  the  “single  audit  concept”  for 
the  following  reasons: 

1.  The  single  audit  concept  addresses 
audits  of  the  recipients'  records  or 
activities.  The  audit  requirement  is 
directed  to  the  State  governments  which 
are  not  recipients  of  PILT  funds.  In 


effect  the  PILT  requirement  is  for  audit 
of  one  entity  to  determine  entitlement  of 
another  entity. 

2.  The  audit  requirement  is  for  the 
purpose  of  determining  the  amount  of 
funds  “passed-through”  from  the  State 
to  the  local  government  under  certain 
Federal  revenue-sharing  laws.  Since 
most  of  these  laws  do  not  provide  for 
mandatory  “pass-through”  of  Federal 
funds,  payments  by  the  State  to  the  local 
governments  under  these  acts  would  not 
be  addressed  under  the  “single  audit 
concept”. 

3.  Timely  and  reliable  information  is 
needed  by  the  Bureau  of  Land 
Management  in  order  to  make  proper 
allocation  on  the  annual  PILT 
appropriations.  Significant  errors  in  the 
data  for  a  single  county  distort  the 
distribution  for  all  recipients.  Recent 
audits  made  by  the  Office  of  the 
Inspector  General  and  by  the  General 
Accounting  Office  disclosed  significant 
errors  in  the  PILT  data  provided  by  the 
States.  Disclosure  of  such  errors  after 
the  annual  allocation  is  made  requires  a 
retroactive  reallocation  affecting  all 
recipients.  This  is  not  practical. 

Time  is  of  the  essence  in  these  audits 
and  it  is  not  appropriate  (or  acceptable  ^ 
to  the  recipients  of  PILT)  to  delay 
payments  pending  completion  of  full 
scale  audits  of  agencies  involved  under 
the  single  audit  concept. 

4.  The  audit  requirements  come 
directly  from  recommendations  of  the 
General  Accounting  Office  and  the 
Office  of  the  Inspector  General  audit 
reports.  The  audit  guide  was  reviewed 
by  the  American  Institute  of  Certified 
Public  Accountants  and  its 
recommendations  were  considered  in 
the  final  publication. 

The  term  “audit”  as  used  in  the 
proposed  rulemaking  was 
misinterpreted.  Comments  thought  that 
the  audit  requirement  was  burdensome 
or  too  costly:  that  States  must  certify 
acreage  figures  for  entitlement  lands  or 
that  PILT  payments  based  upon  current 
figures  would  be  disrupted.  In  response 
to  these  concerns,  neither  a  detailed 
audit  nor  an  acreage  verification  by 
States  is  required  by  this  rulemaking. 
This  rulemaking  only  requires  a 
verification  of  the  amounts  reported  by 
the  States  under  section  4  of  the  Act  to 
ensure  accuracy.  The  acreage  figures  are 
supplied  by  the  Federal  agencies,  and 
therefore,  require  no  verificaton  by 
States.  If  States  provide  “audited”  data 
required  under  section  4  of  the  Act  in  a 
timely  manner,  the  payments  to  local 
governments  will  not  be  disrupted.  A 
delay  in  payments  due  to  discrepancies 
in  audited  data  is  not  anticipated.  In 
most  cases,  discrepancies  can  be 
quickly  rectified  by  the  Office  of  the 
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Inspector  General  and  the  Bureau  of 
Land  Management. 

Other  comments  suggested  that  the 
proposed  rulemaking  does  not 
"  *  *  *  address  large  tracts  of  public 
lands  that  have  been  withdrawn  from 
multiple  use  activities  by  the  public.” 
Such  areas  as  formal  wilderness, 
cooperative  game  management  areas, 
archaeological  and  historical  sites,  turtle 
and  bird  sanctuaries  and  others  were 
provided  by  the  comments.  To  the 
extent  that  these  lands  are  authorized 
for  payment  under  the  Act,  payments 
are  being  made.  Where  some  of  these 
examples  do  not  fall  imder  the  definition 
(rf  "entitlement  lands"  under  the  Act  of 
October  20, 1976  (31  U.S.C.  1606), 
payments  cannot  be  authorized. 

After  careful  consideration  of  the 
comments  received,  it  was  felt  major 
changes  were  not  needed,  except  in  the 
definition  of  "reserve  areas"  as 
previously  discussed.  In  summary,  the 
rulemaking  was  well  received  and  major 
concerns  will  be  cleared  up  once  the 
audit  guides  are  received  by  the  States. 

The  Department  of  the  Interior  has 
determined  that  this  is  not  a  significant 
rule  and  does  not  require  a  regulatory 
analysis  under  Executive  Order  12044 
and  43  CFR  Part  14. 

The  principal  author  of  this 
rulemaking  is  Eleanor  R.  Schwartz, 

Chief,  Office  of  Legislation  and 
Regulatory  Management,  Bureau  of  Land 
Management. 

Under  the  authority  of  the  Act  of 
October  20, 1976  (31  U.S.C.  1601-1607), 
sections  (a)(4)  and  (b)  of  the  Act  of 
October  17, 1978  (92  Stat.  1319, 1321- 
1322),  and  section  106  of  the  Act  of 
March  27, 1978  (92  Stat.  171),  Subpart 
1881,  Part  1880,  Group  1800,  Subchapter 
A,  Chapter  2  of  Title  43  of  the  Code  of 
Federal  Regulations  is  amended.as  set 
forth  below: 

Daniel  P.  Beard, 

Acting  Assistant  Secretary  of  the  Interior. 

July  9, 1980.  ^ 

PART  1880— FINANCIAL  ASSISTANCE, 
LOCAL  GOVERNMENTS 

Subpart  1881— Payments  in  Lieu  of  . 
Taxes 

1.  Section  1881.0-5  is  amended,  by 
amending  paragraph  (b)(l)(iii),  by 
amending  paragraphs  (c](l](iv),  and  (v), 
adding  new  paragraphs  (c)(l)(vi),  and 
(vii),  by  amending  paragraph  (c)(2)(i), 
and  by  revising  paragraph  (d),  all  to 
read  as  follows: 

§1881.0-5  Definitions. 

it  it  it  -k  it 

(b)  *  *  * 

(1)  *  *  * 


(iii)  Alaskan  boroughs  in  existence  on 
October  20, 1976,  and,  beginning 
October  1, 1978,  for  purposes  of  payment 
under  section  3  of  the  Act,  a  unit  of  local 
government  in  Alaska  located  outside  of 
boundaries  of  an  organized  borough 
which  acts  as  the  collecting  and 
distributing  agency  for  real  property 
taxes. 

***** 

(c) (1)  *  *  * 

(iv)  Water  resource  projects 
administered  by  the  Bureau  of 
Reclamation  or  Corps  of  Engineers; 

(v)  Dredge  disposal  areas 
administered  by  the  Corps  of  Engineers; 

(vi)  Beginning  October  1, 1978,  lands 
on  which  are  located  semiactive  or 
inactive  installations,  not  including 
industrial  installations,  retained  by  the 
Army  for  mobilization  purposes  and  for 
support  of  reserve  component  training; 
or 

(vii)  Beginning  October  1, 1978,  lands 
designated  as  “reserve  areas”,  which 
means  any  area  of  land  withdrawn  from 
the  public  domain  and  administered, 
either  solely  or  primarily,  by  the 
Secretary  through  the  Fish  and  Wildlife 
Service,  For  the  purpose  of  these 
regulations,  reserve  areas  also  include 
lands  in  Hawaii,  the  Commonwealth  of 
Puerto  Rico,  Guam,  and  the  Virgin 
Islands,  which  were  initially 
administered  by  the  United  States 
through  an  Act  of  Congress,  Executive 
Order,  Public  Land  Order  or 
Proclamation  of  the  President  and 
administered,  either  solely  or  primarily, 
by  the  Secretary  through  the  Service. 

(2)  *  *  * 

(i)  Lands  that  were  owned  or 
administered  by  a  State  or  unit  of  local 
government  and  which,  at  the  time  title 
was  conveyed  to  the  United  States, 
were  exempt  from  payment  of  real 
estate  taxes.  However,  beginning 
October  1, 1978,  this  exclusion  shall  not 
apply  to  any  entitlement  land  which  is 
or  was  acquired  by  a  State  or  unit  of 
local  government  from  private  parties 
for  the  purpose  of  donation  of  such  land 
to  the  Federal  Government  and  which  is 
or  was  donated  within  eight  years  of  the 
date  of  acquisitioa  thereof  by  the  State 
or  unit  of  local  government. 

(d)  “Money  transfers”  means  money 
or  cash  payments  received  by  units  of 
local  government -under  the  statutes  in 
section  4  of  the  Act,  31  U.S.C.  1604.  The 
term  does  not  include  payments  made  to 
a  State  and  distributed  by  the  State 
directly  to  a  school  district  or  other 
single  or  special  purpose  governmental 
entities,  or  payments  distributed  by  the 
State  to  the  unit  of  local  government 
which  the  unit  of  local  government  is 
required  by  State  law  to  pass  on  to  a 


school  district  or  other  independent 
single  or  special  purpose  governmental 
entity. 

2.  Section  1881.1-2  is  amended  by 
revising  paragraph  (d)(2)  and  adding 
new  paragraph  (e)  to  read  as  follows: 

§  1881.1-2  Procedures,  Section  1 
Payments. 

***** 

(d)  *  *  * 

(2)  a  written  certification  by  a  State 
Auditor,  an  independent  Certified  Public 
Accountant  or  an  independent  public 
accountant,  licensed  on  or  before 
December  31, 1970,  that  the  statements 
furnished  by  the  Governor  or  his 
delegate  have  been  audited  in 
accordance  with  auditing  standards 
established  by  the  Comptroller  General 
of  the  United  States  in  Standards  for 
Audit  of  Governmental  Organizations, 
Programs,  Activities  and  Functions, 
available  through  Superintendent  of 
Documents,  U.S.  Government  Printing 
Office,  Washi^ton,  D.C.  20402,  and  in 
accordance  wi  A  the  audit  guide  for 
payments  in  lieu  of  taxes  issued  by  the 
Department  of  the  Interior.  Such  audit 
certifications  will  be  required  for 
statements  submitted  for  the 
computation  of  payments  authorized  by 
section  1  of  the  Act  for. 

(i)  payments  to  be  made  for  fiscal 
years  beginning  on  or  after  October  1, 
1979;  and 

(ii)  prior  fiscal  year  payments  as  may 
be  required  by  the  Office  of  the 
Inspector  General,  Department  of  the 
Interior. 

The  Authorized  Officer  may  waive  the 
requirement  for  audit  certifications 
where  information  contained  in 
statements  furnished  by  the  Governor  or 
his  delegate  is  verified  by  the  General 
Accounting  Office,  the  Office  of  the 
Inspector  General,  or  other  qualified 
Federal  Officials,  or  where  such 
verification  is  determined  to  be 
unnecessary. 

(e)  The  Office  of  the  Inspector 
General,  United  States  Department  of 
the  Interior,  will  provide  appropriate 
assistance  to  the  Director,  Bureau  of 
Land  Management  to  facilitate  the 
implementation  and  administration  of 
the  audit  requirements  specified  in 
paragraph  (d)(2)  of  this  section  pursuant 
to  the  provisions  of  sections  4  and  6  of 
the  Inspector  General  Act  of  1978  (92 
Stat.  1102-1103,  and  1104-1105).  The 
Office  of  the  Inspector  General  will 
develop  appropriate  audit  guides  to  be 
used  by  State  auditors,  independent 
Certified  Public  Accountants  or  an 
independent  public  accountant,  licensed 
on  or  before  December  31, 1970,  for 
auditing  the  statements  of  the  Governors 
or  their  delegates  and  submitting  audit 
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certiHcations  specified  in  paragraph 
(d)(2)  of  this  section.  Copies  of  the  audit 
guides  will  be  furnished  to  the  Governor 
or  his  delegate  each  year.  Questions 
pertaining  to  the  use  or  application  of 
this  guide  should  be  referred  to  the 
Office  of  Inspector  General,  U.S. 

Department  of  the  Interior,  Washington, 

D.C.  20240. 

3.  Section  1881.1-3  is  amended  by 
revising  paragraph  (b)  and  adding  a  new 
paragraph  (d)  to  read  as  follows; 

§  1881.1-3  Procedures,  Section  3 
Payments. 

**■«** 

(b)  Counties  receiving  payments  in 
excess  of  $100  shall  distribute  those 
payments  to  affected  units  of  local 
government  and  affected  school 
districts,  in  accordance  with  section  3  of 
the  Act,  within  90  days  of  the  receipt  of 
such  payment.  Distribution  shall  be  in 
proportion  to  the  tax  revenues  assessed  • 
and  levied  by  the  affected  units  of  local 
government  and  school  districts  in  the 
Federal  fiscal  year  prior  to  acquisition  of 
the  entitlement  lands  by  the  Federal 
Government.  The  Redwoods  Community 
College  District  in  California  shall  be 
considered  an  affected  school  district. 

*  *  *  *  * 

(d)  In  accordance  with  106(c)  of  the 
Act  of  March  27. 1978  (92  Stat.  171), 
payment  of  the  difference,  if  any, 
between  the  amounts  actually  paid 
during  each  of  the  five  fiscal  years 
immediately  following  the  fiscal  year  in 
which  lands  or  interests  therein  were 
acquired  for  addition  to  the  Redwoods 
National  Park  pursuant  to  said  Act  of 
March  27, 1978,  and  1%  of  the  fair 
market  value  of  such  lands  and  interests 
therein  at  the  time  of  their  acquisition 
shall  be  deferred,  unless  the  amount  not 
paid,  or  any  part  of  such  amount,  was 
not  paid  due  to  an  insufficiency  of  S. 

appropriated  funds,  commencing  with 
the  sixth  fiscal  year  following 
acquisition,  the  amount  deferred  shall 
be  paid  to  eligible  counties  annually  in 
amounts  that  reflect  the  limitations  of 
section  3(c)(2)  of  the  Act.  Such  payments 
shall  be  made  until  the  total  amount 
deferred  during  the  first  five  years  has 
been  paid. 
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